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STATE OF ILLINOIS
BOARD OF HIGHER EDUCATION

RECENT TRENDS IN HIGHER EDUCATION EXPENDITURES

Item #1
March 2, 1993

In November 1991, the Board of Higher Education received a report, Priorities, Quo!ay, and
Productivity of Illinois Higher Education, which led to development of a process to sharpen the focus,
strengthen the quality, and improve the productivity and accountability of Illinois higher education.
That report provided an analysis of changes in higher education expenditure patterns between 1980
and 1990. That analysis, and a later analysis of the 1985 to 1990 period, indicated that spending of
public universities had shifted away from undergraduate education and physical plant maintenance to
graduate instruction, research and public service, and administration. The report called for a
reexamination of spending priorities, especially in light of constrained revenue growth and increasing
cost pressures. Since November 1991, additional information on expenditures for two fiscal years has
become available. This report provides an update on recent trends in higher education expenditures.

Table 1 compares fiscal years 1990 and 1992 higher education expenditures by sector and by
sources of funds and shows that state appropriated spending from all sources increased by
$3.5 million, or 0.2 percent. Expenditures from state general funds, however, declined by
$23.2 million, or 1.4 percent, due to slowed revenue growth during fiscal year 1991 and a three percent
recision in mid-1992. Expenditures from the Universities Income Fund--the fund in which public
university student tuition revenues are deposited--increased by $24.2 million, or 7.9 percent.

While the decision to increase tuition enabled public universities to spend $8.0 million more
in fiscal year 1992 than in fiscal year 1990, it also contributed to the increased need and demand for
student financial aid. Table 1 also shows that fiscal year 1992 spending by the Illinois Student
Assistance Commission increased $14.2 million, or 7.3 percent, over fiscal year 1990. Funding for
institutional grant programs increased by $2.4 million and the Illinois Mathematics and Science
Academy expenditures increased by 6.6 percent due to expanded enrollment.

These funding increases were offset by reallocation of more than $20 million from two areas
capital grants to private institutions and retirement. Under the Governor's science and technology
initiative, a three-year program provided $40 million in capital grants to private colleges and
universities between fiscal years 1990 and 1992. The provisions of that program called for reduction
of capital grants to private institutions of $10.1 million from fiscal year 1990 to fiscal year 1992.
Funding for retirement declined by 10.7 percent, or S10.6 million, between fiscal years 1990 and 1992.

Table 2 provides another perspective on the state's investment in higher education by showing
operations and grants expenditures from appropriated funds by major function in fiscal years 1990 and
1992. Expenditures for graduate instruction, research, public service, and financial aid increased at
rates faster than overall spending while expenditures for health professions, retirement, and capital
grants for private institutions (classified as "Other on Table 2) decreased.

Funds appropriated to the Illinois Student Assistance Commission are paid to institutions on
behalf of students participating in the Monetary Award Program or other statutory programs to be
used for tuition and fees at Illinois colleges and universities. The Commission gathers information
about the payout of those awards among sectors. Similarly, appropriations for selected grant
programs and for retirement can be allocated among sectors. Tables 3 and 4 present a functional
allocation of expenditures of state appropriated funds by sector for fiscal years 1990 and 1992,
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respectively. The change in those functional allocations in the two-year period is presented, by sector,
in Table 5.

Table 5 shows that allocations to public universities increased by $12.9 million, or 0.9 percent,
and to community colleges by $13.6 million, or 5.3 percent, between fiscal years 1990 and 1992.
Allocations to private institutions and other entities decreased by $11.8 million, or 8.2 percent. At
public universities, expenditures for undergraduate education declined during this period, while
expenditures for graduate instruction at the master's level, organized research, and public service
increased. Table 5 shows not only the increased allocation for student financial aid, but documents
that the increase was primarily allocated to public universities ($14.6 million) and secondarily to
public community colleges ($4.2 million). The amount of student financial aid received by students
attending private institutions declined by $1.5 million between fiscal years 1990 and 1992.

In addition to rising college costs, expanding enrollments, especially at community colleges,
contribute to increased demand for student aid. Table 6 compares enrollments and degrees awarded
by sector in fall 1989 and fall 1991 (fiscal years 1990 and 1992). Total enrollment increased
5.8 percent in the two years with increases distributed across all levels except pre-collegiate and first-
professional. Enrollments at community colleges increased 7.8 percent.

In addition to state appropriated grants, Illinois community colleges receive revenue from other
sources including local taxes, tuition and fees, federal grants, and other revenues as presented on
Table 7. In the last two years, total community college revenue increased by $136.8 million, or
17.8 percent. The primary sources of this increased revenue are local taxes, which increased
26.9 percent, and tuition and fees, which increased 30.9 percent. Table 8 displays fiscal years 1990 and
1992 detailed functional expenditures for community colleges. These data show that, when all funds
are considered, instruction at community colleges increased 1&5 percent compared to a total increase
in expanditures of 17.8 percent. The table also shows that, due to the variety of funding sources,
Illinois community colleges are better able to adapt to fluctuations in state funding than are public

universities.

Table 9 shows changes in public university expenditures of state appropriated funds between
fiscal years 1990 and 1992. Total expenditures increased only 0.6 percent during this period.
Comparatively large increases are shown in departmental research, 17.0 percent; public service,
10.1 percent; organized research, 7.4 percent; and student services, 6.2 percent. The tableshows lesser
increases in instruction at 2.6 percent and other support services at 0.9 percent. Reductions in
expenditures are shown in administration, 8.8 percent; operation and maintenance of physical plant,

2.7 percent; and other expenditures, 41.7 percent.

In response to the November 1991 report and related analyses, several institutions reviewed the
classification of expenditures among functions and subfunctions and revised fiscal year 1991
expenditures when they were submitted as audited final expenditures in October 1992. Table 9
presents fiscal year 1990 expenditures, fiscal year 1991 as originally submitted and as revised, and
unaudited fiscal year 1992 expenditures as reported in RAMP. The percent changes in expenditures
between fiscal years 1990 and 1992 shown in Table 9 ate due, in part, to revisions made to the
classification of fiscal year 1991 expenditures and then carried forward to 1992. Reclassifying fiscal
year 1991 administrative expenditures reduced this category by over $19.2 million. Another reduction
of $11.8 million between the final submission of fscal years 1991 and 1992 brought the total reduction
of administrative expenditures to almost $26 million, or 8.8 percent of fiscal year 1990 expenditures.
Most of the reductions and reclassifications in this function were to the departmental administration

subfunction.

Instruction and departmental research were the primary recipients of reclassified expenditures
with organized research and public service also increasing. Final fiscal year 1991 expenditures for
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instruction were increased by S9.1 million, departmental resurch by $4.1 million, organized research
by $2.3 million, and public service by $3.3 million over those originally submitted in October 1991.

While such changes make it difficult to draw conclusions about past trends, to the extent that
they represent corrections to previously inappropriate classifications, such changes will provide better
bases for analysis of the productivity guidelines adopted by the Board in May, 1992. Beyond the
analytical improvements that such changes may provide, the process of reviewing expenditures and
analyzing their classification is an important initial step in urerstanding the various cost components
among university functions.

In conclusion, the issues raised in the staff report to the Board of Higher Education in
November of 1991 about the priorities and productivity of Illinois higher education are no less
pertinent and, especially with regard to the priorities of undergraduate education and the affordability
of higher education, even more central today. Increases in expenditures for graduate instruction,
research, and public service were financed through increased charges to students and parents and
increased student financial aid requirements. Reallocations from retirement funding increased the
liability of the retirement system these past two years. A central question in the Priorities, Quality,
and Productivity initiative must be whether or not these patterns reflect the state's priorities in the
future.
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Table 9

PUBLIC UNIVERSITIES' EXPENDITURES FROM STATE APPROPRIATED FUNDS
FY1990 TO FY1992

(in thousands of dollars)

Final
Audited

FY1991 as
04mally
Submitted
in October

Final
FY1991 as
Submitted
in October

Unaudited
FY1992 as
Submitted
in October

FY1990
to

FY1992
Percent

FY1990 1991 1992 1992 Change

Instruction $ 476,435.9 $ 481,504.5 $ 490,556.9 $ 488,892.8 2.6%
Departmental Research 67,504.9 70,985.1 75,053.5 78,969.1 17.0

Organized Research 61,099.5 64,521.6 66,866.3 65,615.1 7.4
Public Service 59,037.3 61,490.4 64,779.2 64,979.0 10.1

Administration 291,740.2 297,056.4 277,794.7 265,983.2 (8.8)
Student Services 56,857.3 60,574.6 60,452.2 60,402.9 6.2

0 & M of Physical Plant 194,255.8 190,991.2 191,040.4 188,927.2 (2.7)
Other Support Services 138,976.4 142,700.2 143,299.6 140,265.3 0.9

Other 356.2 428.5 409.7 207.8 (41.7)

Total Expenditures $1,346,263.5 $1,370,252.5 $1,370,252.5 $1,354,242.4 0.6%


